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Ul^JITED  STATES  DEPi.ETI'IENT  OF  AGRlCVLT^mE 
Agricultural  l^lo.rketing  Adminio trcition 
V-Jashington,  D,  C. 


July  16,  19k2 


ADIIIiaSTRATOR^o  MEMORANDUM  110.  13 


Subject ; 


Grain  storage 


Mr,  Jo  E.  V/ells,   on  soecial  detail  fron  the  Farm  Credit 
Administration,  ?ias  recently  visited  a  large  nmaber  of 
centers  in  grain  producing,   :'roceEf;in2  and  stora,;;-;e  ares.s, 
to  mobilize  effortwS  to  meet  r^^ain  storage  problems.  His 
estimate  of  the  situation  is  shov-n:).  in  the   attached  r'-port. 

Beciiuse  field  workers  in  most  areas  B.re  aslced  many 
questions  and  are  often  asked  to  assist  in  dealing  v/ith 
this  problem,   this  is  sent  to  you  for  your  inf orm.ation. 


r 


iidm-inis  trator 


Attachment 


UNITED  STATES  DEP/TiTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Administrrtion 
lYashington,  D,  C« 

ME]\'^ORANIIIM 

July  9,  I9I42 

To:  Roy  F.  Hendrickson.,  ./'administrator  . 

Agricultural  Marketing  .Administration 

From:  J.        '7ells/Jr.,  Special  Assistant  to  thu  T  d:ninistrator 

Subject:     Grain  Storage 

Because  of  your  interest  in  th  .:;  problems  with  which  farmers  arc  faced 
in  find  in  ,^  a  hume  for  all  grrdn  produced  during  ISh'?- }  I  should  like  to 
reviev/  t lie  situation  for  you. 

The  Tact  that  there  would  not  be  suffici^jnt  commercial  storage  space 
in  which  to  store  all  of  the  grains  produced  during  19U2,  was  recog- 
nized by  th:;  Department  early  this  year  for  the  entire  wheat  and  other 
grain  producing  areas  in  tlie  United  Stat js  because  the  tot  - 1  conuiiercial 
space  of  about  1,637  million  bushels  was  from  70  to  80  j'lor  cent  fill.jd. 
Further ,  it  was  rocognizod  that  the  only  othei'  safe  place,  since  com- 
mercial storage  would  not  be  adequate  for  the  19it2  abunda,'nce  of  i/heat  and 
other  grains,  was  farm  storage.    Thereforj,  numerous  meetings  liave  been 
held  in  r  11  wheat  producing  ari.:5as  to  inform  farm.erSj  country  .l:,vator 
operators,  sub-terminal  and  terminal  operators,  millers,  feed  m-^nufac- 
turers,  railroads  and  others,  concerning  the  oncoming  storagv.;  problr^ms 
and  some  remedies  v^rere  suggests, d. 

Wc  believe  that  for  the  United  States  it  will  be  necessary,  this  year, 
to  find  room  for  from  200  million  to  )400  million  more  bushels  of  grain 
than  Y/as  stored  last  year. 

Thc^re  is  no  single  panaccja  th"t  will  solves  the  stor^iJ^e  ],)roblem  but 
th^  follov/ing  are  some  of  the  pro(-;r''ms  being  applied,  in  th..  Uniti;d 
States: 


1.    Most  efficient  use  of  c;xisting  comrri.reial  storage  to  accomplish: 
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(a)  Providing  a  steady  flow  of  ;^rains  for  flour, 
feed  and  other  processin';^  purposes, 

(b)  Finding  a  home  for  the  carry-over  of  grains 
both  private  and  Government  owned. 

(c)  Providing  space  in  commercial  storage  for  as 
much  of  the  19^2  grain  crops  as  possible  so 
eligible  farmers  may  receive  loans  from  the 
Commodity  Credit  Corporation. 

2.  Stimulate  fariaers  to  construct  or  repair  bins  on  their 
farms.     It  is  hoped  that  100  million  bushels  of  space  can  be 
added  to  our  existing  f&rm  storage  by  this  means.    Nails  have 
been  provided  for  this  construction  and  efforts  ere  being 
made  to  have  lumber  available  at  locsl  lumber  yards  to  build 
these  bins.         '  ,  .  ■ 

3,  I'^ovemer.t,  of  steel  bins  owned  by  the  Commodity  Credit  Corp- 
oration from  the  corn  belt  into  the  wheat  producin];  areas 
for  storage  of  the  carry-over  ovmed  by  Comjnodity  Credit 
Corporation.     This  may  provide  about  50  million  bushels 

of  space  for  the  storage  of  wheat, 

I4.    Purchase  of  prefabricated  bins  by  the  Commodity  Credit  Corp- 
oration for  storing  its  oi/m  wheat  and  for  the  sale  of  these 
bins  to  farmers  for  the  storage  of  their  v/hoat.    The  Corp- 
oration has  orders  for  more  than  100  million  bushels  capacity, 

5.  Construction  of  new  fire-proof  facilities  in  a  limited  amount. 
Over  100  million  bushels  of  this .  type  of  space  vfas  built  last 
year.    Only  about  15  million  bushels  can  be  built  this  year 

•because  of  priority  restrictions  on  critical  materials, 

6.  Allovfing  farmers  a  storage  earning  of  ?  cents  oer  bushel  on  all 
wheat  stored  on  farms  and  on  which  loans  are  made  by  the  Com- 
modity Credit  Corporation.    Eligible  farmers,  as  of  this  date, 
can  obtain  over  25  cents  iTiore  per  bushel  for  their  wheat  if 
they  store  it  on  their  farms  and  obtain  a  C.C.C.  loan  on  it, 
than  if  they  sell  it  for  cash. 

7.  Sale  of  wheat  o^ymed  by  Commodity  Credit  Corporation  for  feed 
and  alcohol  uses.     The  future  of  this  program  has  not  been 
determined  by  the  Congress.     If  125  million  bushels  ot^  wheat 
could  be  fed  to  livestock  and  poultry,  it  would  materially 
help  to  solve  this  storage  problem.    Since  the  be-^inning  of 
I9U2 ,  about  6  m.illion  bushels  of  wheat  have  been  sold  for 
making  alcohol  and  about  35. U  million  bushels  have  been  sold 
for  feed. 
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8.  Pormittin^  eligible  wheat  to  be  stored  for  loan  purposes  in- 
vacant  store  buildings  and  other  such  structures  under  special 
agreements.    Althou;;;h  v;;:  do  not  h?vo  the  day-to-day  increase 
in  capacity  resulting  from  this  program,  v'e  believe,  however, 
th^'t  this  will  add  considerable  storage  capacity, 

9.  Reconcentrating  government  owned  v;heat  stored  in  the  Great 
Plains  areas  into  Goverriment  owned  steel  bins  in  the  corn  belt. 
It  is  hoped  that  up  to  25  million  bushels  can  be  so  reccncen- 
trated..   The  amount  of  wheat  th:t  will  eventually  be  reconcen- 
trated  under  this  r^rogram  v/ill  depend  upon  the  ability  of  the 
Department  to  sell  this  reconcentrated  whjat  for  feed,  alcohol 
pnd  synthetic  rubber  uses. 

10.    Establishment  of  market  storage  committees  to  assist  local 

c oiiimuni t  ie  s  ->  to  solve  their  problems  of  transporting  and  storing 
grain.     These  committees  are  composed  of  representatives  of 
the  trade,  farmers  and  the  railroads.     They  develop  current  re- 
ports concerning  space  and  convene  frequently  to  determine 
policies  to  meet  changing  conditions,   ^nd  develop  plans  in  order 
to  handle  emergencies, 

11.  Establishment  of  Permit  Cpmjnittees  to  handle  movement  of 
grain  into  markets  that  are  embargoed,   .except  by  permit. 
The  railroads  will  not  p  "^rmit  their  freight  cars  to  be  used 
for  storing  grain,  neither  will  they  p  .mit  a  car  to  be  loaded 
in  the  county  unl.-:ss  it  can  be  unloaded  promptly  upon  arrival 
at  terminals.    So  because  of  the  shortage  of  commercial  ter- 
minal storage,  grain  coming  to  terminals  for  storage  can  only  be 
moved  by  permiits.    There  are  nov/  22  such  com-mittees  operating  in 
the  United  States, 

12,  Reconcentration  of  grain  from  original  storage  space  to 
more  distant  storage  locations  during  19ul,  made  room  for 
about  85  miillion  bushels  at  interior  points.     It  is  estimated 
that  not  over  12  million  bushels  can  be  m.oved  in  this  Y/ay 
during  19i|2 ,  ■  •  .  _ 

13.  Efforts  have  been  m.ade  to  distribute  the  small  am.ount  of 
burlap  on  hand  to  locations  ne;eding  these  supplies.  Som:; 
small  relief  has  been  provided,  but  with,  foreign  -supplies 
blockaded,  farmers  are  being  uxged  to  -erovide  bulk  storage 
facilities  using  lumber  and  the  least  amount  of  critical 
materials.    This  affects  principally  the  rice  areas  of  Texas, 
Louisiana  and  California  and  for  wheat  and  barley,  principally 
California  and  the  Pacific  Northv/est, 
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lU.    Educational  programs  are  being  provided  by  the  Department 
through  special  crop  and  market  reports,  advise  from 
county  committeemen,  a nd  the  extension  service  concerning 
harvesting  methods  and  methods  for  taking  care  of  grain  for 
farm  storage  and  in  farm  bin  construction  in  order  to  assist 
farmers  to  meet  these  changed  conditions. 

15.  Interior  mills  that  have  I9I4O  or  I9UI  vfheat  stored  in  them,  ■ 
which  is  owned  by  Commodity  Credit  Corporation,  may  under 
certain  limitations  purchase, this  wheat  from  the  Corpora- 
tion ft  market  prices  in  order  to  operate  their  mills.  The 
Commodity  Credit  Corporation  reolaces  this  wheat  by  purchases 
at  other  locations, 

16.  There  are  sufficient  box  cars  and  railroad  power  to  move 

the  crop.    Lake  shipping  has  been  materially  curtailed  and  in- 
dications now  are  that  more  lake  boats  that  cannot  be  used 
in  "bhe  ore  trade  will  be  taken  for  convoy  service,    'This  will 
require  the  handling  of  more  grain  to  Puffalo  and  eastern 
ports  by  rail  which  will  cause  inconvenience  and  some  lack  of 
efficiency  at  the  large  processing  plants        the  east, 

17.  i-'iore  than  one  million  bushels  of  wheat  ovmed  by  the  Department 
and  stored  in  the  Pacific  Northvrest  area,  has  been  ground  into 
flour  and  is  being  sold  for  Lend-Lease  shipment  to  the  Far 
East.    More  \7±11  be  ground  for  this  purpose  in  the  future,  but 

.  only  as  needs  arise. 

If  further  details  are  desired  concerning  these  Programs,  it  is  sug- 
gested that  local  people  .contact  the  f ollov^ing.:•  ' 

Items  1,  10  and  11 

Grain  Storage  Committee  at  all  important  markets. 
These  usually  have  headquarters  at  the  various 
Boards  of  Trade.  •    ,  . 

Items  2,  3,        5,  6,  7,  13  and  Ik 
County  or  State  Agricultural  Conservation  Assoc- 
iations. ,. 

Items  3,  h,  6,  7,  a,  9,  12,  Ih,  15  ^nd  17 
Regional  offices  of  Commodity  Credit  Corporation 
at  Chicago,  rinneapolis,  Kansas  City  or  Portland, 
Oregon. 

We  are  pleased  to  say  that  a  large  majority  of  the  operators  of 
county  elevators,  sub-terminal  elevators,  the  flour  and  feed  mills 
and  the  railroads  are  giving  splendid  cooperation  in  meeting  and 
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solving  th :  storage  problem.     It  must  bo  ndmittod,  hoYiovor,  that  there  are 
a  few  selfish  interests  who  are  taking  advantage  of  the  shortrge  of  com- 
mercial storage  space  in  order  to  purchase  cash  grain  at  discounts,  Vyhen 
such  cases  come  to  our  attention,  we  try  to  have  them  change  their  methods. 

In  reviewing  the  entire  situation,   it  is  necessary  to  realize  thrt  the 
ivh3at  carry-over  in  the  United  States  increased  from  385  millions  on 
June  30^  19^1  to  about  630  millions  as  of  June  30,  19^2.     The  prospective 
wheat  crop  produced  on  the  limited  55  million  acres  of  19u2,  will  probably 
be  about  900  million  bushels.    Unless  some  extraordinary  outlet  is  found, 
such  as  using  our  supplies  of  wheat  for  feed,  and  for  alcohol  and  synthetic 
rubber  processing,  we  might  easily  anticiprte  a  carry-ovj-r  of  wh'jat  on 
June  30,  I9U3  of  8OO  m.illion  bushels.    Further,  if  wj  hpve  normal  production 
from  the  55  million  acres  of  wh::at  allocated  for  19h3  eroduction,  v/e  mry 
nov/  anticipate  a  much  more  s:;rious  storage  problimi  for  19^3  than  we  are 
now  having  in  19^2,    This  becomes  more  apparent  when  wj  realize  th^t  our 
ability  to  obtain  building  materials  may  also  be  more  difficult  in  19h3 
then  it  has  b...e:'n  in  I9U2  . 

If  it  were  possible  to  obtain  all  of  the  material  necessary  for  nevf 
construction,  undoubtedly,  mam'  of  the  problems  of  storing  th^  19^2 
grain  crops  would  be  solved.     It  is  impossible,  however,  to  obtain  the 
critical  materials  essential  for  any  large  am.ount  of  fire-proof  con- 
struction. 

Therefore,  the  program  of  obtaining  lumber  and  nails  for  non-fireproof 
farm  bins  is  the  most  imperative  need,    iaany  difficulties  have  been  en- 
countered in  obtaining  these  materials,  but  in  the  final  analysis,  the 
success  or  failure  of  finding  a  home  for  the  grain  carry-overs  and  the 
I9I42  production,  will  depend  upon  the  obtaining  lumber,  nails  and  hard- 
ware necessary  to  build  farm  storage  bins,    vie  are  working  with  the  War 
Production  Board  endeavoring  to  b^  sure  that  adequate  supplies  of  these 
materials  ivill  be  available. 

I  hope  this  brief  description  of  a  very  large  grain  storage  program  has 
been  helpful.  \Io  shall  be  pleased  to  give  you  any  additional  available 
information  you  miay  desire. 
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